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Invinc M. Ives, New York Assemblyman and Chairman 
of the New York State Joint Legislative Committee on 
Industrial and Labor Conditions, is the author of “Indus- 
trial and Labor Conditions” (page 235), a report on the 
committee’s six-year study to promote industrial-labor 
cooperation in the Empire State. Created in 1938 in re- 
sponse to a widespread interest in the improvement of 
labor and management relations, the bi-partisan committee 
with its own staff of specialists has studied its field at 
home and abroad, conducted research projects, held hear- 
ings, and launched a comprehensive educational program 
including the preparation of an admirable text entitled 
The American Story of Industrial and Labor Relations 
for high school and adult education use. 


V. J. Wycxorr, of the Governments Division, Bureau of 
the Census, is the author of “The Surplus Concept in State 
Finance” (page 238), which differentiates the character 
of surplus, trust funds, sinking funds, cash balances, gen 
eral funds, etc., in state finance. The traditional concept 
of operating a state government without a surplus or deficit, 
as in business, is analyzed, and the reasons for the growing 
change in this concept are indicated. With integration of 
state funds in place of isolation of revenue and expenditure 
and multiple funds, surplus and deficit will have greate1 
significance in the future. Opinions expressed are the 
author’s personal views and do not necessarily represent 
those of the Bureau of the Census. 


FRANK BANE, Executive Director of the Council of State 
Governments, discusses the “state of the states” in his 
annual report to the Board of Managers on November 20 
(page 241). High spots of this comprehensive report are: 
(1) the number and character of wartime programs which 
the states have handled for the national government; (2) 
the record of the states in adjusting their fiscal affairs to 
wartime conditions; (3) the development of memoranda 
for guiding postwar legislative and administrative pro 
cedures. 


Avex S. Pow, of the Bureau of Public Administration, 
University of Alabama, presents an interesting account 
(page 246) of the change in the Alabama legislature from 
its unique quadrennial to the more customary biennial ses 
sion. The first session under the new law resulted in no 
radical change in legislative statistics but indicated future 
improvements in legislative planning and procedures with 
the development of additional reference and clearing facili 
ties. The evidence of cooperation and understanding be 
tween the legislative and executive branches of the govern- 
ment is apparent in the record of administration bills and 
in adjustments made in other bills at the Governor’s sug 
gestion. 


Herpert R. O’Conor, Governor of Maryland, concluded 
his term as President of the Council of State Governments 
with an address to the Board of Managers at its annual 
meeting in Chicago on November 20 (page 248). In effi 
cient state government, in effective means of interstate co 
operation, and in a federal relationship that makes the 


states responsible for the administration and operation of 
all programs of the national government directly affecting 
the welfare of the people, Governor O’Conor sees the best 
and only hope of preserving and etfectuating American 
democracy. 


CONFERRING ON PROBLEMS of government, the National 
Association of Secretaries of States met in St. Louis on 
October 18 and 19; the National Association of Attorneys 
General in Chicago on November 15 and 16; the Executive 
Committee of the Governors’ Conference in Chicago on 
November 19; and the Board of Managers of the Council 
of State Governments in Chicago on November 20. Each 
of these annual sessions is reported in this issue (pages 249 
and 250). 
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MANAGEMENT AND LABOR pledge “wholehearted coopera 
tion for uninterrupted war production” in a visit to the 
White House. Left to right the group includes: William 
Witherow, President, National Association of Manufactur 
ers; Philip Murray, President, ClO; Walter B. Weisen 
burger, Executive Vice-President, National Association of 
Manufacturers; [rick Johnston, President, U. S. Chamber 
ot Commerce; James B. Carey, ClO; William Green, 
President, AFL; Joyee O'Hara, National Representative, 
U.S. Chamber of Commerce; and George Meaney, AFL. 


EDITORIAL STAFF CHANGE 
BEFORE THIS ISSUE OF STATE GOVERNMENT canie off 
the press the Editor, HeErBert WILTSEE, went into the 

| Army. As Editor, Mr. Wiltsee has supervised the 
change of the publication to a wartime format, and 
has written numerous staff articles which have 
accurately and concisely analyzed many of the emer 
(| gency problems facing the states. As director of 
research in charge of the Council's publications, he 
|| has increased research services to the states, including 
the development of a series of special bulletins on 
“Constitutional and Statutory Provisions of the 
States,” which are being prepared jointly by the 
State Law Index, Library of Congress, and the Coun 
|| cil of State Governments. The wide range of publi- 
| cations issued by the Council on all subjects of gov- 


ernment, the increased circulation of STATE GOVERN- 
| MENT, and the improvement of the Council's research 
services are due in large measure to his efforts. 
Arthur W. James, who recently became a member 
of the Council’s staff, as Acting Editor, and Miss 
| Hilde Bechtle, the Assistant Editor, will take over 
|| Mr. Wiltsee’s work. Mr. James, a member of the 
| Bar with degrees from the College of William and 
| Mary and the University of Chicago, has had wide 
experience as an administrator in both state and 
national government and, in addition to two books 
| on state government, has contributed to numerous 


publications in the governmental field. 
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The most satisfactory and happiest 
human relationships are the product not of legal 
compulsion, but rather of voluntary determination 
among human beings to cooperate with one an- 
other. Though we may legislate to the end of 
time, there will never be industrial peace and har- 
mony without good faith, integrity, a high degree 
of responsibility and a real desire to cooperate on 
the part of all parties concerned. Without this 
spirit of good will, all of the social, economic and 


labor laws of man will prove eventually to bein vain. 


— Report of the New York State Joint 
Legislative Committee on Indus- 
trial and Labor Relations, 1940 
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Industrial and Labor Conditions 


New York Legislative Committee Reports on Its Six-Year Study 
to Promote Industrial-Labor Cooperation in the Empire State 


By Irvinc M. Ives 


Chairman, New York State Joint Legislative Committee on Industrial and Labor Conditions 


tee' on Industrial and Labor Conditions was cre- 

ated by the legislature of 1938. The committee 
is now rounding out its sixth year of activity as an arm 
of the legislature for the improvement of industrial 
and labor relations in the state. A brief review of its 
origins, organization, and operations will indicate the 
utility of this type of joint committee, non-partisan in 
' membership and non-political in its approach to this 
_ important field of legislation. 

The committee was originally created as a result of 
widespread public interest in—and a desire to improve 
—the relations of labor and management in New York 
State. Several groups of citizens had studied the Eng- 
lish system of settling labor disputes. They urged upon 
the legislature a more intensive study of that system 
with a view to determining how far its successful pro- 
cedures could be applied over here. The creation of this 
committee was in part the result of this and similar 
popular movements to place New York State in the front 
rank of the nation in labor and industrial relations. 

From the first legislative resolution of 1938 to the 
current definition of its activities in the resolution of 
1943, however, the committee has enjoyed broad and 
untrammelled terms of reference from the legislature. 
No limitations have been placed on its operations in 
exploring any aspect of industrial and labor conditions 
| which seemed relevant to it. Whenever the committee 
has, itself, suggested new lines of inquiry, the legisla- 
ture has expanded its scope without fail. A large 
measure of its success has, in fact, resulted from this 
broad legislative basis for its continued activity. 

As has already been indicated, the committee has, 
from its original appointment, been completely non- 
partisan in complexion. An equal number of Republi- 
cans and Democrats have been appointed to the com- 
mittee since the first committee of 1938. On the first 
committee sat one American Labor Party member; in 
no case, however, has there been more than a 50 per cent 
Republican membership, although the legislature has 
had a Republican majority in both houses continuously 


Te New York State Joint Legislative Commit- 


‘The membership of the 1943 committee is as follows: 
Assemblyman Irving M. Ives, Chairman; Senator William J. 


‘Murray, Vice-Chairman; Assemblyman Fred A. Washburn, 
Secretary ; Senator William F. Condon; Senator Alexander A. 
Falk; Assemblyman Frank A. Gugino; Assemblyman Patrick 
H. Sullivan; one vacancy. In addition several members of the 
legislature serve on the committee ex officio: Senate Temporary 
President Joe R. Hanley (now Lieutenant Governor ) ; Assembly 
Speaker Oswald D. Heck; Senate Minority Leader John J. 


Dunnigan; Assembly Minority Leader Irwin Steingut; Senate 
Finance Committee Chairman Arthur H. Wicks; Assembly 


| Ways and Means Committee Chairman D. Mallory Stephens. 


except for the first year of the committee’s existence. 
By the original resolution, three members were to be 
appointed by the Temporary President of the Senate 
and five by the Speaker of the Assembly. That ratio 
has been continued. The committee has had, therefore, 
in each house of the legislature representatives of both 
major parties who could speak for it on every measure 
which it sponsored. 

Another aspect of its organization has had much to 
do with its success as a legislative arm of inquiry for 
unbiased appraisal of legislative policy and its adminis- 
trative implementation. From the beginning, it has op- 
erated on the principle of unanimity on any measures 
or other proposals which it has made to the legislature. 
As it stated in its second report, “It is worthy of note 
that this report is the unanimous expression of the 
members of the committee. This unanimity of opinion 
has sprung from an exhaustive and unbiased analysis 
of all the known facts pertaining to industrial and labor 
relations, from which inevitably is revealed the truth.” 
The fact that not a single legislative proposal which 
the committee has recommended has been rejected by 
the legislature is evidence of the practical value of the 
rule. 

The committee’s work has been conducted through 
three major procedures. From the beginning, it has 
organized its own staff of specialists, under its first— 
and only—counsel, William B. Groat, Jr. Staff research 
assignments have been made from year to year as new 
issues arose. Several studies have been carried on for 
several years before final submission of recommenda- 
tions to the legislature. On every question, originating 
from the committee’s own inquiries or from proposals 
made to it by private individuals or groups, the com- 
mittee has carried on independent study and appraisal 
through its own staff. 

Second, the committee has held numerous hearings 
in all parts of the state on many questions of immediate 
public interest in the field of industrial and labor rela- 
tions. Closely related to its public-hearing procedure 
has been the committee’s off-the-record discussions of 
pending legislation or broad questions of public policy 
with representatives of agriculture, education, finance, 
industry, and labor. The objective has been not only to 
obtain the opinions and criticisms of these groups but 
to bring them into closer collaboration in the legislative 
process. The committee’s effort to establish cooperative 
relations with such groups in the initial stages of policy 
formulation has been generally recognized as a signifi- 
cant factor in making legislative policy in this field 
more widely accepted by those whom it affects. 
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Third, and especially significant, is the committee’s 
close and continuous relations with the administrative 
agencies responsible for implementing legislative policy. 
Throughout the year, the committee’s members and its 
staff are in constant contact with the day-to-day opera- 
tions of the Department of Labor, the Department of 
Commerce, and other administrative units operating in 
its field of reference. Three survey trips covering 34 
states have been made by members of the committee’s 
staff—at times with representatives of the Division of 
Placement and Unemployment Insurance. Each year, 
a month before the legisla- 
ture convenes, the com- 
mittee holds a week’s ses- 
sion at which it meets 
with the heads of these 
agencies to review and in- 
tegrate its own legislative 
program with those of the 
administrative services. 
The result has been that 
almost without exception 
the whole range of legis- 
lative proposals or amend- 
ments as to labor and in- 
dustrial law is unified be- 
fore the legislature meets. 

So much for the com- 
mittee’s origins and or- 
ganization. What of its 
operations? What have 
been its attitudes toward 
industrial and labor rela- 
tions and what have been 
some of its major activi- 
ties in the field? 

At the outset, it is not 
irrelevant to indicate the 
spirit in which the com- 
mittee undertook its work. 
At its first meeting it 
adopted certain principles 
as the foundations of its 
work: 


(1) The right of workers to organize and to bargain 

collectively, through representatives of their own 

choosing, should be held inviolate in all worker- 
employer relationships. 

The right to strike, where the exercise of this 

right is neither against the public nor harmful to 

the public welfare, is inalienable in our American 
system. 

The rights and obligations of employers in all 

worker-employer relationships should be com- 

mensurate with the rights and obligations of the 
workers. 

(4) The chief function of government, in dealing 
with worker-employer relationships, should be to 
promote good will, to encourage cooperation and, 
where resort is made to intervention, to be im- 
partial and just, demanding obedience to all law 
by both parties concerned. 


(2 


(3 


~ 


The committee in defining its point of view did not, 
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A textbook recently published by the New York State Legislative 
Committee on Industrial and Labor Conditions. 


however, stop with formulating these principles. Ip 
its 1940 report, it sought to express the broader frame- 
work within which industrial and labor relations should 
be viewed as a matter of public policy. It set an even 
longer-range objective for its operations : 


The most satisfactory and happiest human relation- 
ships are the product not of legal compulsion, but rather 
of voluntary determination among human beings to 
cooperate with one another. Though we may legislate 
to the end of time, there will never be industrial peace 
and harmony without good faith, integrity, a high de- 
gree of responsibility, 
and a real desire. to co- 
operate on the part of 
all parties concerned. 
Without this spirit of 
good will, all of the 
social, economic, and 
labor laws of man will 
prove eventually to be 
in vain. 


The committee’s efforts 
to implement the prin- 
ciples on which it began 
its work may be divided 
roughly into three cate- 
gories: legislative propo- 
sals and amendments ; spe- 
cial inquiries preliminary 
to legislative or other rec- 
ommendations ; and plans 
for implementing the 
long-range objective 
stated in its 1940 report. 

During its early years, 
the committee was espe- 
cially concerned with the 
state’s labor laws. The La- 
bor Relations and Medi- 
ation Acts had_ recently 
been enacted. The commit- 
tee at once undertook to 
review and, if possible, to 
improve these laws. 

The State Labor Relations Act had been patterned 
after the National Labor Relations Act. The committee 
recommended in its 1940, 1941, and 1942 reports that 
certain inequities and inequalities in the original act be 
corrected. A Republican legislature and a Democratic 
Governor adopted all of the committee’s recommenda- 
tions between 1940 and 1942. The preamble, following 
closely the terms of the Wagner Act, was repealed, and 
a new preamble, establishing the ideal of partnership 
between labor and management, was enacted. Greater 
latitude in the selection of trial examiners was allowed, 
and the State Labor Relations Board was given au- 
thority to effect voluntary adjustments of cases sub- 
mitted to it. Further, employers were enabled to peti- 
tion the board for the holding of elections to determine 
“collective-bargaining representatives.” Employers and 
their workers were given authority to confer with each 
other on any matter not directly concerned with collec- 
tive bargaining and the place of holding representative 
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taken by the committee. One of the first related to the 
investigation of the English system of industrial and 
labor relations which the committee carried on during 
1939 and 1940. In 1940 also it analyzed in detail vari- 
ous profit-sharing and incentive-taxation plans. It con- 
cluded that governmental action in these fields was not 
called for without longer experience with collective 
bargaining and a decrease in labor’s opposition to the 
idea. 

For the past four years, it has studied the operation 
of merit rating in unemployment insurance in other 
states, held several hearings on the question, and ana- 
lyzed its effect on the present sound basis of the New 
York State Unemployment Insurance Fund. It has 
expressed itself as in favor of merit rating in principle 
but indicated certain conditions which it considers in- 
dispensable in order to maintain the soundness of the 
fund’s operations. No legislative action has been taken 
—on the committee’s recommendation. 


Stupy oF UNION PRACTICES 


Similarly, the committee has studied the practice and 
the results of cross-picketing since 1939. It proposed 
legislation in 1940, but withdrew the bill when or- 
ganized labor in the state promised voluntarily to cor- 
rect the situation. The promise has apparently been 
kept: Since the outbreak of the war, the problem has 
ceased to be serious. ; 

Various other labor union practices have been studied 
with great care by the committee over the past four 
years. Among them are secret and regular elections of 
union officers, secret strike ballots, responsible account- 
ing for union funds. It has commented strongly on the 
desirability of labor’s ‘cleaning house” in these fields 
on its own initiative and indicated its hope that legisla- 
tion to correct such abuses would not be necessary. 

Another important inquiry by the committee con- 
cerned itself with the question of industrial migration 
from New York State. As early as 1938, many indus- 
trial and labor leaders felt that the state’s industrial 
future was being jeopardized by emigration of many 
industries to states with less stringent standards. The 
committee initiated a statewide study of the question. 
It appointed local committees of representative labor, 
industrial, and other community leaders to aid in a 
detailed survey of industrial migration. The result of 
the study—which indicated a net gain rather than a loss 
of industry—was to clarify the thinking of all groups 
and to allay the fears which a few conspicuous emigra- 
tions had inspired. 

Even before Pearl Harbor—on December 3, 1941— 
the committee had begun to concern itself with postwar 
reconstruction. It made one legislative recommendation 
in this field early in 1942—the creation of a Temporary 
State Commission on Postwar Public Works Planning. 
This commission, now nearly two years old, has already 
developed a public works program—partly state, partly 
local—of over $750,000,000. Funds were appropriated 
through the committee’s initiative to finance the neces- 
sary planning, both state and local. The commission 
includes legislative and administrative representatives. 

The committee’s examination of postwar problems 

(Continued on page 252) 
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In | dections was extended to include employers’ premises. 
ame. | Multiple-employer units were authorized for bargain- 
even ! Asto the State Mediation Act, similar extensions and 

jberalizations were recommended by the committee— 
and enacted into law—during the same period. First, 
si _smplification of existing mediation procedure was se- 
a cured through the merger of several state agencies. 
Second, arbitration clauses in labor contracts were made 
nr enforceable in the courts. Third, a system of boards 
fe. of inquiry, following the pattern of the English courts 
ty, of inquiry, was established under the administration of 
co- the Industrial Commissioner. 
of A third field in which the committee’s legislative rec- 
ed. ommendations have become law relates to unemploy- 
of ment insurance. Liberalizations of the law were pro- 
the posed and adopted in 1942 and 1943 in four important 
ind respects. First, the waiting period was reduced from 
re three to two weeks. Second, the minimum benefits 
| were increased from $7 to $10 and the maximum bene- 
fits from $15 to $18. Third, the benefit period was 
forts ‘extended from 13 to 20 weeks. Fourth, unemployment 
prin- | esurance payments were provided for those partially 
egan employed. 
rided The results of its activities in the field of labor law 
cate- | lead the committee to believe that the remaining resist- 
‘opo- | ance in New York State to collective bargaining has 
spe- been reduced. Further, the way has been opened to 
nary | greater cooperation between labor and management. 
rec- } The committee’s inquiries in this field, moreover, 
slang} revealed that there was no agency in the state govern- 
the | ment specifically designed to aid business and industry. 
ive | lt introduced, therefore, a bill for the creation of a 
port, | Division of Commerce in the Executive Department 
ears, | Which should undertake research and promotional serv- 
espe- | ices for all kinds of business and industry in the state. 
the | The division was, by a constitutional amendment spon- 
»La- | sored by the committee at the election of 1943, given 
fedi- | independent status as a department. During over two 
ently |years of operation, the division has performed many 
mmit- | Valuable services, especially with respect to problems of 
k to |industrial conversion and reconversion in aid of the 
eto | War. Other legislative proposals will be noted below. 
SPECIAL INQUIRIES 
rned 
‘ittee Back of these legislative recommendations lay much 
that research and special investigations by the committee. 
t be lt can, in fact, be stated that the committee has made 
ratic | no legislative recommendation without specific examina- 
nda- | tion of the particular proposition. Many of these special 
wing inquiries have been reflected in postponement of legisla- 
and tion—in the hope that mutual understanding and agree- 
ship ment between conflicting interests would emerge spon- 
sater | taneously from critical study and consultation. Others 
wed, have been made as to the working of laws already on 
au- the statute books, for instance, workmen’s compensa- 
sub- tion, unemployment insurance administration, and judi- 
peti- cial review of administrative findings of fact. All these 
mine | pre-legislative inquiries have originated from the com- 
and |mittee’s purpose of providing non-partisan, factual 
each | information and appraisal to the legislature on all ques- 
lec- | tions of policy relating to industrial-labor conditions. 
ative Numerous other special inquiries have been under- 
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The Surplus Concept in State Finance 


Present Conditions May Fustify the View that Long-term 
Considerations Warrant the Accumulation of Surpluses 


By V. J. WycKorr 


Governments Division, Bureau of the Census, Department of Commerce 


most of the states of the union at the present 

time brings into focus the various opinions about 
the propriety of surplus money in general funds, and 
also raises the problem of the disposition of at least part 
of such cash. Quite possibly the disposition of the 
present surpluses will be taken care of without too 
much trouble ; there is already evidence of this. But of 
more interest, because of the long-range implications, 
is the situation which finds the fact of surplus bringing 
into question the theory that governments should not 
maintain such items in their accounts. It is the thesis 
of this article that the fact is changing the theory. 

The reports of the Governments Division of the 
Census make a three-way division of state finances: 
general funds, trust and sinking funds, and public- 
service (government-owned) enterprises. The role of 
a surplus in each of these three groups will be examined. 
Government-owned enterprises will be considered first 
and the general-fund finances last. This will allow the 
analysis to go from the known to the unknown, from 
a portion of state government in which a surplus is 
not only recognized but desired, to the general govern- 
ment, in which a surplus is considered by many to be 
suspect. 

The word “surplus” is found at times in official state 
publications to designate the excess of revenue over 
expenditure. More frequently it is used for the accumu- 
lation of such net balances which enter the “surplus” 
item as a liability on a fund or consolidated balance 
sheet. Because this latter usage also is generally 
accepted in accounting practices, “surplus” in this 
article will designate an excess of assets over liabilities 
and appropriated reserves. 

On the state level, government-owned enterprises are 
predominantly the alcoholic-beverage monopoly systems 
of the 16 states which use such systems for control 
and revenue, but the substance of the following obser- 
vations is applicable also to other types of enterprises 
which are state-owned and -operated.' 

From where does the surplus of a sfate enterprise 
come? There are two origins. The first in sequence 
must almost necessarily be a contribution by the state ; 
the “contribution” is entered, of course, on the liability 
side of the enterprise’s balance sheet. Such money is 


Tm FACT that there are government surpluses in 


1In 1942 state government-owned enterprises contributed a 
total of $76,100,000 to their respective states. This sum was 
only 1.2 per cent of total general state revenue, and, except 
for about $500,000, came from the net profits of the 16 state- 
owned alcoholic-beverage monopoly systems. U. S. Bureau of 
the Census, “Summary of Finances of State Governments in 
1942,” State Finances: 1942, Volume 3, Preliminary, April 1943. 


to provide the physical equipment and management 
necessary to get started ; also there must be some cash 
on hand for emergencies. With a private company 
such amounts would be listed as capital stock and 
paid-in or capital surplus. The second origin of surplus 
funds is an accumulation of net income or profit of the 
government business itself. Alcoholic-beverage mo- 
nopoly systems usually use the term “surplus” to de- 
scribe the accumulation of such profits when recorded 
on the balance sheet; other state-owned enterprises 
are apt to use “unappropriated surplus” ; private con- 
cerns often call such a liability “earned surplus” to dis- 
tinguish it from “capital surplus.” 

Why should a government-owned enterprise try to 
maintain a surplus? The term “try” is used advisedly 
because deficits can be experienced, and if cumulative 
they must be balanced by more money from the general 


fund or some other fund. The usual government-owned / 


airport is a good example of deficit financing. 

There are at least three important reasons for con- 
sidering a surplus an objective. First, the alcoholic- 
beverage monopoly systems, as well as most government- 
owned enterprises, are expected to be approximately 
self-sustaining, that is, to have gross receipts cover the 
cost of goods and services, maintenance, depreciation, 
reasonable emergencies, and the servicing of debt, if 
any. Moreover, because this objective of self-sufficiency 
is desirable in poor years as well as in good, the surplus 
from the fat years should be saved to balance the 
losses of the lean years. This is sound business sense. 

The second reason government-owned enterprises 
should strive for a surplus is evident in an established 
practice of privately-owned businesses, which often 
provide for capital improvements out of savings of 
former years. 

And third, such government-owned activities do not 
have the direct use of taxing power. This is, of course, 
the basic consideration. It is only modified, not nullified, 
by the probability of a contingent liability on the part 
of the state. The greater the separation of a function 
of a state from access to taxing power, the greater is 
the necessity for the administrators of that function to 
build a surplus in order to assure continuity of service. 

The second major category of state finance used in 
the Bureau of the Census publications on state finance 
comprises trust and sinking funds. Trust funds as 
presented in the financial statements of states will not 
usually have the word “surplus.” On the other hand, 
sinking funds frequently use the expression “unappro- 
priated surplus.” The difference in presentation, of 
course, lies in the nature of these funds. 
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As the name implies, trust fund money of any kind 
must be regarded by state officials as held in trust. The 
sorpus of the fund may be fixed, or the payments from 


‘+ fixed. In either case when an excess of money over 


designated requirements is found, that excess is at once 
covered by the same blanket of trusteeship. A private 
rustee does not regard a favorable balance in a trust 
acount under his management at the end of a year as 
his own, even though it results from unusual personal 
hhrewdness. The same concept guides the procedure 
of government officials handling the receipts and dis- 
hursements of a public trust fund. 

Sinking funds, in contrast, are created to meet obliga- 


tions which are definite in amount, for instance, a $10,- 


900,000 bond issue maturing in 20 years. As a result 
, schedule of requirements for interest payments and 
gcumulations for the repayment of principal must be 
established, the sinking fund taking care of the latter. 
Should the deposits in the sinking fund earn more than 
expected in one year, this excess when recorded on the 
balance sheet becomes a true surplus because it is not 
offset by specific current liabilities. As a matter of 
experience such surpluses are apt to be small in amount 
and balanced by deficits in other periods. If either a 
surplus or a deficit of some size is accumulated, adjust- 
ment in the calculation of requirements will usually be 
made and the schedule for amortization revised. 


GENERAL GOVERN MENT 


One comes now to the funds of the general govern- 
ment, the third and most important group of govern- 
ment finances. The concept of general government can 
be quickly defined by the process of exclusion because 
the financial operations of the government-owned enter- 
prises and of the trust and sinking funds have been 
discussed. Florida has no government-owned enter- 
prises; it has no state debt. Assume that its few trust 
funds did not exist. There would be left the general 
government—the executive, legislative, judicial, and 
administrative departments, all spending money, and 
some acting as collecting agents for taxes, for service 
charges, and for aid from other governments. 

In any state an excess of total revenue over total 
expenditure of the general government leaves a net 
sum, from which a surplus is created on the balance 
sheet by a bookkeeping transfer. An excess of expen- 
diture over revenue creates a loss; enough losses will 
result in a balance sheet deficit. Because this seems 
obvious, why are there any questions about a general 
fund surplus for a state government ? 

The questions are twofold: one concerns a maxim, 
the other concerns a fact. First, according to orthodox 
ideas about public finance, the state general government 
is not supposed to have a continuing surplus (or defi- 
tit). Yet from time to time states have had cash bal- 
ances and today there are surpluses in many states. 


Second, even though a government official announces 


the fact of a surplus, there is difficulty both in specify- 
ing the surplus and in getting general agreement on a 
definite figure. A few comments are necessary on this 
“surplus in fact.” 

If all general government revenue entered into one 
lund, and all state expenditure came from that same 


fund, the fact of a current balance or loss and a cumu- 
lative surplus or deficit could be determined easily. But 
states do not operate that simply. Over a period of 
years they have established numerous funds. One fund 
may be created to take care of highways with gasoline 
tax revenue earmarked for this fund, and under normal 
conditions all disbursements for highway capital im- 
provements (or repayments of highway bonds) as well 
as maintenance may come from this fund. Another 
fund may be established for parks, another for the hos- 
pital, and so on. At the last count by the Census Bu- 
reau more than half the states had as many as 10 gen- 
eral funds, and a sixth of the states had between 32 
and 82. 

But what does a multiplicity of funds have to do 
with trying to find a state’s surplus? Let me illustrate 
with a summary statement of cash receipts and disburse- 
ments of all funds in the year ended June 30, 1942, 
found in the Annual Report of the Comptroller of the 
State of New Jersey. This report is chosen because of 
the relatively simple major fund structure. Figures to 
the nearest millions are used; the column giving the 
number of intra-fund accounts or funds is the author’s 
interpolation : 


Number of Total —_—‘ Total 
intra-fund receipts disbursements 
accounts or Balance (excluding inter-fund) . Balance 
Funds funds 7/1/41 (in millions) 6/30/42 
General Several 
State hundred $2.4 $ 44.. $ 48.6 $ 4.2 
Dedicated ... 36 37.8 80.9 84.2 30.2 
ee de 27 3.1 89.4 33.5 2.7 
3 25.9 20.6 41.1 7.5 
$69.2 $235.0 $207.4 $44.5 


These are the facts and there are a number of aspects 
of this table which merit an analysis. However, if some- 
one were to ask: “Does the State of New Jersey have 
a surplus, and if so, how much?” what answer would 
be given? One could hardly mention the $30,000,000 
balance of the dedicated funds because that money must 
be considered earmarked. Nor the trust funds; all of 
that money is in trust. And hardly the surplus of the 
capital funds, if by capital is meant money set aside to 
provide for future construction pledged by law or by 
word. This leaves only the state general fund which 
had a balance on June 30, 1942, of $4,200,000. It might 
be mentioned that actually the operations of the general 
fund during 1942 left a deficit which wiped out the 
July 1, 1941, balance from previous years. But inter- 
fund transfers provided the balance of over $4,000,000 
by the end of the 1942 fiscal year. 

This illustration gives an idea of the difficulty of 
determining the actual surplus of a state. And yet the 
excess of revenue over expenditure during the past 
fiscal year in many states has been such that even the 
residual general fund has been able to build a surplus. 
This is important. Here are actual surpluses—no mere 
bookkeeping manipulations—and they are sizeable. 
Moreover, it is probable that in spite of the uses of 
such surplus moneys prescribed by the legislatures 
which met in 1943, there will be for several years to 
come considerable sums left by design and by default. 
The influence of these “surpluses in fact” as unen- 
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cumbered cash balances—not as earmarked reserves— 
may easily inaugurate modifications of considerable 
importance in the reporting of state finances. 

It will be recalled that the other question arising from 
a discussion of state general fund surpluses was why 
states were not supposed to have surpluses (or defi- 
cits). What lies behind this concept? Why should not 
state officials try to run their departments as a business 
enterprise in order to make a profit which will go to 
build up a comfortable surplus for their departments 
and the state? Put in these words the answer is spon- 
taneous though inconclusive : “A government is not sup- 
posed to be operated as a business for a profit; it does 
not need a surplus fund.” But why not? A few of 
the most relevant answers follow. They are briefly 
stated because they are commonplace. 

(1) The fewer the governmental functions the bet- 
ter; thus not only are government finances relatively 
unimportant, but an absence of surplus funds is also an 
added insurance against too much government. This is 
easily recognized as the laissez-faire attitude, histori- 
cally prominent and a force in this country even through 
the first few decades of the twentieth century. 

(2) In a democracy the government is the people. 
To build a surplus for the government would thus be 
taking money from one pocket and putting it into the 
other pocket—an unnecessary operation. 

(3) Also in a democracy there is the theory and 
usually the practice of changing parties or changing 
people in effective, immediate control of the govern- 
ment. With this in mind, the party in office is not 
inclined to accumulate a surplus, a “nest egg,” for the 
next occupants of the Governor’s mansion and the ma- 
jority side of the legislative chambers. Such benevo- 
lence just does not make sense to most professional 
politicians. 

(4) Idle money at hand encourages extravagances. 
The very word “surplus” starts some minds thinking 
in terms of spending without much consideration for 
benefits to be received by the general public. 

(5) And this is basic: if the state needs money, it 
can always tax. Therefore, why accumulate a surplus 
which will be faced with the hazards just described? 

There are, of course, other reasons. But these five 
compose a point of view and a policy which have been 
prevalent almost throughout the history of public 
finance and to which few sustained exceptions have 
been made. However, as suggested before, it seems that 
there is now a changing point of view toward this prin- 
ciple of not intentionally accumulating general fund 
surpluses. Several reasons for this change will be 
presented briefly. 


New VIEWS ABOUT SURPLUSES 

Laissez-faire theory and practice are rapidly giving 
way in this country to the theory and practice of in- 
creasing governmental responsibility for the general 
welfare. This shift in turn has certain consequences. 
It shows itself in increased state functions, in larger 
expenditure per capita, and in greater use of inter-level 
governmental transfers. The latter necessitates even 
more careful bookkeeping and the common use of 
well-established terms, including “surplus” and “deficit.” 
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More functions—more expenditure—more revenue 
—more taxation. (In each case “more” means a rate 
faster than population growth.) Does this sequence 
bring the residents of states to the margins of their 
respective taxable capacities? To this question there 
is no definitive answer, nor is it possible in this article 
to do more than offer several suggestions. These sug- 
gestions necessarily involve the national tax structure 
because the taxes a state uses are knit into both the 
federal and local tax systems. Those whom the states 
tax are also reached by tax bills from other govern- 
ments. 

The years prior to World War II evidenced a con- 
tinuation of the increased total per capita tax bill in 
the country from approximately $17 in 1903 to $120 
by 1941, the last of the peace years—an increase of 
606 per cent.* Had taxes at the various levels of goy- 
ernment absorbed the full taxable capacity of this coun- 
try by the time of Pearl Harbor? No one will seriously 
contend that such was the case by the end of 1941, 


War TAXATION 


War means tremendous expenditure. Active defense 
financing by the federal government during the first 
half of fiscal year 1942 and war financing in the second 
half, raised the national (federal, state, and local) per 
capita tax collections from $120 to around $164, a gain 
of 37 per cent. By June, 1943, state taxes were about 3 
per cent above the 1942 level; local tax revenue was 
probably within a plus or minus 5 per cent range from 
1942; total federal net receipts minus miscellaneous re- 
ceipts were 71 per cent higher than in 1942.3 Addition 
of these figures brings a grand total of approximately 
$31,000,000,000, $230 per capita, a jump of 92 per cent 
since the end of the 1941 fiscal year! It is hardly neces- 
sary to consult the proverbial handwriting on the wall 
to know that total tax collections will not be less for 
the fiscal year 1944 than for 1943. 

Are we now at or approaching the margin of tax 
capacity? Again the answer is “no.”’ Increased taxes 
for the prosecution of war may bring protests, diminish- 
ing returns from some tax sources, but not rebellion. 
(In years of peace, however, protests arise more 
easily.) But to give this answer involves some respon- 
sibility for indicating how much more we, the people, 
can be taxed. 

War or no war, people can pay in the form of total 
taxes all income in excess of the money necessary at the 
prevalent price level to maintain a minimum standard 
of life, determined by objective tests of physical and 
mental well-being. Indeed, payments can go beyond 
this, bringing the maintenance of life to the lowest level, 
a purely physical subsistence level—an experience of 
millions of people in the world, especially at the present 
time. 

These are truths which we shall not experience in 

(Continued on page 251) 


*V. J. Wyckoff, “Tax Trends,’ Domestic Commerce, VU. S. 
Department of Commerce, April 8, 1943, pp. 7-10. 

8For state taxes, see Bureau of the Census “State Tax Col- 
lections,”’ State Finances: 1942, Volume 2, No. 2. Local tax 
revenue is estimated on the basis of Bureau of the Census, 
Financing Federal, State, and Local Governments: 1941. For 
federal data, Treasury Department, Bulletin, July 1943, pp. 4, 74. 
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Report of the Executive Director to the 
Board of Managers 


Council of State Governments’ Activities for 1943 


E HAVE been at war now for a period of about 
W years. For a year and a half before De- 

cember, 1941, all of us had been engaged in 
4 countrywide effort to organize ourselves for the 
defense of America. Throughout this period—three 
years and a half—the states have had one over-all, 
all-important objective: the defense of America and 
the defeat of our enemies. To this objective they 
have dedicated all of their efforts, all of their activities, 
and all of their resources. Today the states are vet- 
erans in this war—well-organized, well-trained, well- 
equipped, and with a record behind them of which all 
can be proud. 

Let us review briefly what the states have done, 
discuss what the states are doing, and outline the jobs 
ahead of us. 

From the very beginning of the defense program in 
May, 1940, the states have taken over, one after another, 
those defense and war measures designed to promote 
the prosecution of the war, defend and protect our 
civilian population, and maintain and safeguard our 
economic and social systems. 

In cooperation with the War Department, the states 


organized, established, and have since operated the . 


selective service system. 

In cooperation with the Advisory Commission to the 

Council of National Defense, the states organized, 
established, and have since operated our countrywide 
system of civilian defense. 
‘The states organized, established, and operated our 
first rationing system; and that system of some five 
thousand rationing boards, covering every community 
in the United States, is still the administrative organi- 
zation charged with this difficult assignment. 

The states established uniform motor transport stand- 
ards to facilitate the movement of war material and 
war goods throughout the country. 

At the suggestion of the national government, and for 
the purpose of conserving rubber, the states established 
a uniform speed limit for automobile traffic. 

Each year, in cooperation with the Department of 
Justice, the states have developed and promoted a com- 
prehensive legislative program in the several legisla- 
tures—a program designed to enable the states to make 
the greatest contribution to the war. 

More recently, a number of the states on the eastern 
seaboard have worked out an agreement and a plan for 
the handling of migratory farm labor, which not only 
did much to relieve an acute shortage of farm labor in 
that area during the summer, but also has served as a 
plan and a model which the War Manpower Commis- 
sion has suggested to other states and to other parts of 
the country. 

At the suggestion of General Marshall, Chief of 


STATE 


Staff of the United States Army, the several states have 
cooperated with the War Department in developing and 
promoting a plan and program to recruit 70,000 addi- 
tional WACs into an All-States Division. 

The states, in cooperation with the Army and the 
Navy and Congressional committees, have attempted to 
develop a workable plan which will give every member 
of the armed forces the opportunity to vote, wherever 
he may be. 

And still more recently, at the request of Donald M. 
Nelson, Chairman of the War Production Board, the 
states—through their councils of defense and war 
councils, long since established and long-experienced 
—have taken over and are operating necessary scrap 
drives and a program for the conservation of fuel, trans- 
portation, light, and power. 

All of these things the states have done and are doing 
in their all-out effort to lend every assistance toward 
our one common objective—the winning of this war 
in the shortest possible time. 

Some two years ago, the President of the Council 
of State Governments said: “The states have dedicated 
all of their efforts, all of their activities, and all of their 
resources to the prosecution of the war. They will do 
anything and everything necessary to that end.” The 
states have made good on that pledge and will continue 
to do so. 

It has been necessary as we have gone along for the 
states to object to some proposals which have been made, 
and to some plans and programs which they have been 
convinced would be detrimental rather than helpful. 

The states, practically all of them, objected to a plan 
proposed as a wartime emergency act to federalize the 
unemployment compensation systems of the country, 
and this bill was defeated in the Ways and Means Com- 
mittee of the House of Representatives. 

Contending that it was undesirable, unnecessary, and 
would be ineffective, the states opposed the so-called 
Andrews Bill in the Senate which would have federal- 
ized the regulation of motor transport, and that bill has 
been pigeonholed indefinitely. 

The states objected to an administrative order of the 
Director of the Economic Stabilization Board, to the 
effect that a federal administrative board should have 
the right and authority to fix and control the salaries 
of state officials, and this order was amended to elim- 
inate that feature. 

And the states objected to the complicated and un- 
workable directive issued by the Office of Price Ad- 
ministration, which provided an elaborate and intricate 
scheme for the rationing of food and food-products 
grown on the farms of state institutions and used solely 
for the support of the inmates of these institutions. 
This order was amended. 
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In general, while the states have put all of their facil- 
ities at the disposal of the federal government for the 
prosecution of the war, they have consistently urged 
that necessary wartime jobs can be done effectively, 
expeditiously, economically, and with the greatest de- 
gree of popular support, only if existing agencies of 
state and local government are used to do the jobs. It 
has been repeatedly demonstrated that the organization 
and establishment of large agencies with thousands of 
employees scattered throughout the country, duplicating 
in many instances governmental agencies already in 
existence, is unnecessary, undesirable, and almost always 
detrimental to the fullest use of our facilities in this 
emergency. And the states have insisted that those du- 
ties and responsibilities which are transferred to the 
federal government for war purposes must be returned 
to the several states at the end of the war. 


OUTLINING FuTuRE PROBLEMS 


About two weeks ago, a very distinguished world 
statesman said: 


Just as in time of peace plans for war and for meas- 
ures of defense ought to be in readiness everywhere 
for any emergency, so in the tide of war we must 
make sure that confusion and chaos do not follow the 
victory of armies or stultify a surrender unexpectedly 
early by the enemy. 

Now I regard it as a definite part of the duty and 
responsibility of . . . government to have a practical 
scheme to make sure that in the years immediately 
following the war there will be food, work, and home 
for all. 


The states have been working on just such a plan 
and program for the past year. Just a year ago, the 
Board of Managers directed the Council of State Gov- 
ernments to begin work on this job; and the General 
Assembly of the Council, at its meeting in Baltimore 
in January, discussed this suggestion at length and out- 
lined a program for working 6n this problem. 

Meetings were held in all sections of the country, at- 
tended by legislative and administrative representatives 
from all of the states, for the purpose of promoting in- 
terest and developing a constructive program. 

An Interstate Committee on Postwar Reconstruction 
and Development was formed which has been busily 
engaged throughout the year on this assignment. The 
committee decided that the Council had a threefold job: 


(1) To do anything and everything possible to assist 
the states to put their financial houses in order ; 

(2) To promote the organization of an effective 
agency in each state to work on postwar recon- 
struction and development; and 

(3) To develop and make available to all the states 
a suggested program for postwar reconstruction 
and development. 


WARTIME FISCAL PROGRAM 


With the able assistance of the Tax Committee of 
the Council of State Governments, a wartime fiscal 
plan and program was developed, adopted by the Board 
of Managers of the Council at its last meeting, and to 
a very large extent, put into effect by almost all states. 


This fiscal plan and program, among other thi 
strongly recommended to the states that they: 


ngs, 


(1) Pay off debts as rapidly as possible; 

(2) Rigidly restrict both new and customary ex. 
penditures to essential war activities and neces. 
sary governmental functions ; 

(3) Enact legislation permitting surplus financing 
with proper safeguards ; 

(4) Build up reserves for emergency and _ postwar 
needs, and invest these reserves in government 
bonds ; 

(5) Maintain tax rates consistent with the objectives 
of the economic stabilization program and the 
policy of building up reserves for emergency and 
postwar use; and 

(6) Improve administrative management so as to 
conserve manpower and materials and to minimize 
impairments of services. 


No program of the Council of State Governments 
has been more generally adopted or has yielded more 
results in so short a time. 

I am pleased to announce that over the three-year 
period, 1940-43, the states have decreased their gross 
indebtedness by more than $617,000,000, and that as of 
the present time, and since January first of this year, 
the states have invested a billion and a half of their 
surplus funds in government bonds—this in addition to 
other surplus funds which they have invested in other 
securities. And further, the states now have some 
$4,500,000,000 in their unemployment compensation 
reserve funds. 


PosTWAR PLANNING 


Every state has an agency giv’ng its time and atten- 
tion to plans and programs of postwar reconstruction 
and development. These agencies—many of them plan- 
ning boards with much experience, others newly estab- 
lished during this year—have been meeting with com- 
missions on interstate cooperation and administrative 
departments in the several states; and progress already 
made indicates that the states with the end of the war 
will be fore-armed with plans, programs, blueprints, 
and specifications to do their part toward the solution 
of whatever social and economic problems may arise 
with commendable speed and efficiency. 

The Council of State Governments, through its com- 
mittees on postwar reconstruction and development, 
taxation and fiscal policy, forestry, and crime and de- 
linquency, is developing a definite postwar program to 
be submitted to the states. . 

The Committee on Postwar Reconstruction and De- 
velopment at its meeting about six months ago adopted 
a statement of principles and a plan of action for sub- 
mission to the states which emphasized that the most 
important postwar problem would be the problem of 
employment ; that the problem of employment is and 
always has been the primary responsibility of private 
industry and private initiative ; and that government has 
a three-fold duty and responsibility with respect to the 
postwar period. 


(1) To support and implement the efforts of private 
industry to supply employment for all who are 
able and willing to work; 
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(2) To supplement the job-creating efforts of private 
enterprise through worthwhile public works, if, 
when, and where necessary; and 

(3) To develop and supply such public facilities and 
services as may be needed to protect and improve 
our American standard of living. 

If we solve the problem of adequate employment in 
the postwar period, I am convinced that we can take 
all other problems in our stride. If we do not solve this 
problem, effectively and adequately—that is, providing 
necessary worthwhile jobs at reasonable wages—we will 
be confronted with social and economic problems which 
will profoundly affect our living standards and perhaps 
lead to a depression period comparable to that of the 
‘thirties—and this is an understatement. 

Special memoranda on agriculture, unemployment 
compensation, organization and operation of a state 
planning agency, and the prevention and control of 
crime have been prepared; and additional memoranda 
dealing with education, housing, forestry, and social 
services are in preparation. 

We have not attempted to develop special memo- 
randa on public works, and on state-government aid to 
business because the New York Commission on Post- 
war Public Works Planning has issued such an ex- 
cellent report on this subject, and the Massachusetts 
Committee on Post-War Readjustment has so ade- 
quately and ably covered the business and industrial 
situation. We have merely distributed their reports on 
these subjects to all the states. 

We have endeavored to have these memoranda em- 
body the best thinking in the country upon these sev- 
eral subjects; and we hope that commissions on inter- 
state cooperation, state planning organizations and 
agencies, and all state administrative and legislative 
organizations will consider these proposals and, to the 
extent necessary and desirable in each state, translate 
them into effective action. 

The national government has not as yet developed 
even the outline of a comprehensive program of post- 
war reconstruction and development. During recent 
weeks, a number of things have happened which lead 
us to hope that within a reasonable time we may have 
the answers to some questions—answers which we 
must have if the states are to do their own jobs in the 
most effective manner. 

There is no federal public works plan. Within the 
past two months, however, by administrative order, the 
Bureau of the Budget has been directed to develop 
such a federal works plan, and they are beginning to 
work on this assignment. : 


DisPOsITION OF GOVERN MENT-OWNED PLANTS 


The question of the disposition of government-owned 
plants and facilities is a matter of the utmost im- 
portance to a great many of our states. They need 
decisions on: 

(1) The method by which contracts are to be termi- 

nated after the war; 

(2) The advance notice which industry can have of 

the terminations ; 

(3) The method for insuring the early removal of 

government property from private plants so as to 
make them available for civilian production; 


. 


(4) The extent to which government will make or 
guarantee loans to private business with working 
capital; and 

(5) The conditions upon which the government will 
lease or sell the plants and facilities which have 
been constructed for the war period. 


Very recently, Mr. Bernard Baruch has joined the 
staff of the Office of War Mobilization, and it is our 
understanding that he will begin immediately to work 
upon these problems. 


DEMOBILIZATION PROBLEMS 


Plans are being developed in the War Department, 
the Navy, the Veterans Administration, the Federal 
Security Agency, and in the Congress for handling the 
problems of demobilization. Several months ago the 
National Resources Planning Board issued a compre- 
hensive monograph on this subject, and our office has 
developed a detailed memorandum outlining suggestions 
and proposals to date, steps already taken, and probable 
future action. 

There are many bills pending in Congress which, if 
enacted, will have great and far-reaching effects in the 
states. Our Washington office, established a number of 
years ago and enlarged and expanded during the past 
year, has been attempting to keep the states advised as 
a matter of routine with respect to such legislation and 
with respect to administrative orders and actions affect- 
ing the states, and also to represent the states’ point of 
view before Congressional committees and administra- 
tive departments. 

With this in mind, we have periodically compiled a 
digest dealing with the Washington situation, which 
has been sent to all Governors, commissions on inter- 
state cooperation, attorneys general, secretaries of state, 
members of the Board of Managers, and other state 
officials. And, in addition thereto, we have attempted to 
make available promptly to all the states copies of all 
such acts and orders as may be of interest to them. 


PENDING FEDERAL LEGISLATION 


Some of the more important questions now pending 
in Congress are the aviation bill, the social security bill, 
the insurance resolution, bills relative to payments to 
states and localities in lieu of taxes, and the two con- 
flicting and diametrically different bills having to do 
with day-care for children of working mothers. All of 
these bills and resolutions affect in one way or another 
the duties and responsibilities of the states, and if 
enacted will have definite administrative implications. 

The aviation bill, H. R. 3420, was analyzed at length 
in our Legislative Bulletin No. 4. It is a far-reaching 
measure, technical in some of its aspects, and it is rec- 
ommended that the Board of Managers authorize the 
President to appoint a small committee to work very 
closely with the staff on this matter and to make ap- 
propriate recommendations for action by the states. 

The social security bill, S. 1161, has long been pend- 
ing in Congress, and recently the Chairman of the 
Finance Committee in the Senate indicated that when 
the tax bill is out of the way the Finance Committee 
will probably begin hearings on this bill. We have a 
very competent Committee on Social Security, and this 
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committee in the very near future will submit to the 
states a statement on this bill with recommendations. 

At a recent meeting of the Executive Committee of 
the Governors’ Conference a proposed Congressional 
resolution, having to do with the regulation of fire in- 
surance companies, was discussed. The Director of the 
Council of State Governments was directed to secure 
copies of this resolution as soon as it was introduced 
and to make it available to all of the Governors, in ac- 
cordance with our usual policy, with the idea that the 
several states would then get in touch with their respec- 
tive Congressional delegations and advise them con- 
cerning their opinion and position in this matter. The 
Executive Director was also requested to ask the various 
states to notify the Council of State Governments as to 
their action. The resolution was forwarded to all of the 
states the day it was introduced in Congress, with the 
aforesaid suggestions and request, and to date we have 
heard from twenty-five of the states. 


PAYMENTS IN Lieu oF TAXES 


The Tax Committee of the Council of State Govern- 
ments has made a careful appraisal of the problem of 
payments to states and localities in lieu of taxes on cer- 
tain recently acquired federal property. It has developed 
a policy with respect thereto which recommends, in sub- 
stance, that payments be made in amounts comparable 
to the tax on such property if owned by private indi- 
viduals. Representatives of the Tax Committee plan to 
testify before Congressional committees when this bill 
comes up. 


FEDERAL CHILD-CARE LEGISLATION 


There are two bills pending before House commit- 
tees, having to do with day-care for children: 


S. 1130 has passed the Senate, and provides for the 
establishment of a comprehensive child-care program 
under the auspices of the Federal Security Agency, 
to be administered through duly constituted state and 
local welfare and education departments. Under this 
act the program would be financed on the grant-in-aid 
basis, in accordance with long-established principles. 

H. R. 3206 provides for the establishment and opera- 
tion of day-care centers for the children of working 
mothers by the Federal Works Agency, and further 
provides for direct federal operation and administra- 
tion in accordance with policies and programs estab- 
lished by that Agency. Under this bill, financial ar- 
rangements are determined and promulgated by the 
Federal Works Agency. 


Almost all of the welfare, education, and health 
agencies of the federal government, and all of the 
private organizations and agencies of which we have 
knowledge, including the American Public Welfare 
Association, have supported S. 1130, and have con- 
tended that the program of the Federal Works Agency, 
which to some extent has been in effect for some time, 
has not worked satisfactorily and is not workable. 

The Council of State Governments has continued its 
regular activities and services to state governments, 
their institutions and agencies, and to every extent pos- 
sible within its limited facilities it has expanded these 
activities. 
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Commissions on interstate cooperation in the severaj 
states are increasingly assuming duties and responsibjl. 
ities that have an important part and place in the legisla- 
tive and administrative machinery of their states; and 
they are increasingly recognized as important and use. 
ful agencies of state government. 

The Council’s research and inquiry service has been 
used during the past 12 months to a far greater extent 
than at any previous time in the history of the Council, 

The Council’s publications—the magazine, State 
GOVERN MENT; the reference work, The Book of the 
States; and its periodicals and monographs—have a 
wider circulation than ever before. 

And our field staff has been constantly and everlast- 
ingly on the move from state to state, answering re- 
quests from the states for definite and specific services. 


INTERSTATE COOPERATION 


Interstate cooperation among the states with respect 
to specific problems is definitely on the increase. 

The Interstate Commission on the Delaware River 
Basin and the Interstate Commission on the Potomac 
River Basin continue to demonstrate effectively and 
conclusively what can be done about water control, 
water allocation, pollution, recreation, and development 
with respect to interstate rivers. 

The Council has worked and is working with the 
eight states in the Missouri River Basin and with the 
Missouri Valley States Committee, in devising ways 
and means for the more effective use and control of 
that river for the benefit of the millions of people living 
in that great area. 

The Parole and Probation Compact is being ex- 
tended, and the Council is rendering definite research 
and clearing-house service to the various parole and 
probation agencies in the several states. 

The Atlantic States Marine Fisheries Commission, 
initiated and developed by the Council of State Gov- 
ernments only a few years ago, now embraces almost 
all of the states on the Atlantic coast, and is on a self- 
supporting basis. 

The Great Lakes Fisheries treaty with Canada, initi-- 


ated and developed by an international board of inquiry © 


of which the Assistant Director of the Council of State 
Governments is chairman, is now pending in the State 
Departments of Canada and the United States, and 
early and favorable action is expected. 

Almost all of the states are now contributing toward 
the support of the Council of State Governments, and 
most of them within the past year have materially in- 
creased their appropriations to the Council—so much 
so, that the Council, organized by the states and serving 
the states, expects within the next two years to be alto- 
gether and entirely supported by the states. 

And so, the Council of State Governments, estab- 
lished 18 years ago as the American Legislators’ Associ- 
ation, has grown and expanded until it is the one organi- 
zation and agency in the country representing the states. 

It is dedicated solely to service to the states, and it 
believes that it has demonstrated definitely, clearly, 
and emphatically that such an agency serving the states 
can make a great and lasting contribution to the wel- 
fare of America and to the welfare of all of our people. 
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NEWS AND VIEWS OF BOOKS 


Preservation of Integrity of State Water Laws. Re- 
port and Recommendations of Committee of the 
National Reclamation Association, Denver, Colorado, 
October, 1943. 176 pp., appendices. 

“To THE STATES of the West water is life,” and the 
western states propose to fight for life to control it for 
domestic use and irrigation under the water laws of the 
West and against the encroachments of federal law and 
bureaucracy. That is the theme of the Report and Recom- 
mendations of the Committee of the National Reclamation 


Association appointed to study the rights and powers of . 


the reclamation states to control all non-navigable waters 
therein and to take all appropriate action to protect those 
rights. 

This committee, appointed in October, 1942, with Clif- 
ford H. Stone of Colorado as Chairman and Gus T. 
Backman of Utah, Jean S. Breitenstein and Ralph L. Carr 
of Colorado, A. E. Chandler of California, George T. 
Cochran of Oregon, Fred Cunningham of Washington 
and Wardner G. Scott of Nebraska as members, made its 
printed report on October 27, 1943. 

Part One of the report is a digest of the entire study; 
Part Two is a detailed summary of the nature of water 
rights, of state and federal claims, laws, decisions, au- 
thorities, principles, compacts, and uses; Part Three con- 
tains the recommendations of the committee, an appendix 
of pertinent documents, and a table of authorities. 

The appropriation doctrine of water rights, upon which 
the western states rely, is traced through the history of 
civil law to the Corpus Juris Civilis and beyond—even to 
Hammurabi—in very readable and convincing manner. 
The importance of water and its control in the history of 
the arid and semi-arid states as reflected in state and 
federal law and conflicts thereof becomes readily under- 
standable to the layman in this report. 

In its recommendations, the committee has developed 
a charter and guide for the preservation of the integrity 
of state water laws, for effective interstate cooperation, 
and for the legitimate application of federal jurisdiction 
and cooperative effort. 

The report is an invaluable contribution to law, to gov- 
ernment, to society, and to all persons interested in 
federal-state policies and problems in this as well as in 
other spheres of conflicting interests. 


The Nutrition Front. Report of the New York State 
Joint Legislative Committee on Nutrition, Legisla- 
tive Document No. 64, Albany, New York, 1943. 
286 pp., illustrations. 

TuIs country has embarked on a gigantic rationing 
program. Food surpluses have disappeared, shortages of 
certain foods have become marked, and prices have risen. 
The federal government is creating new agencies to deal 
with wartime food problems, and state and local govern- 
ments are endeavoring to bring adequate amounts of nu- 
tritious food within the reach of all. 

The Nutrition Front is the result of a “study and in- 
vestigation of the proper role the state should play in re- 
lationship to nutrition” conducted by the New York State 
Joint Legislative Committee on Nutrition, created in 1942. 
In view of the fact that production of war materials, ac- 
cording to nutritionists, could “be stepped up 10 per cent 


by proper eating,” the committee concentrated its attention 
on nutrition in industry. Special problems, arising from the 
fact that a large proportion of war plants in New York 
furnish no lunchroom facilities to their employees, are 
outlined. 5 

The book includes a selected bibliography for the use 
of public officials and others engaged in nutrition activities 
and, in addition to its treatment of nutritional problems in 
war plants, discusses such subjects as recent trends in 
food consumption, factors influencing diets, British war- 
time nutrition policy, nutrition and dental decay, school 
milk and lunch programs, and state and local activities 
in the field. The Nutrition Front is neither a book of 
menus nor a textbook; it is rather a “compendium of 
reports embracing some of the main nutritional problems 
that are of particular and immediate concern to New York 
State.” Other states as well will find this publication a 
valuable contribution to the solution of a nationwide situa- 
tion which urgently requires action. 


Current American Government: Wartime Develop- 
ments, by L. Vaughan Howard and Hugh A. Bone. 
New York: Appleton-Century, 1943. 357 pp. $2.75. 
THIS VOLUME, an interesting and readable survey draw- 

ing heavily from government documents and source mate- 
rial not readily available to the layman, provides accurate 
information on the changes brought about by the war in 
the American system of government. Separate chapters 
are devoted to the impact of the war on the presidency, 
the national administration, the federal service, Congress, 
the party system, and pressure groups. Also discussed 
are such matters as wartime controls im the field of civil 
liberties; the relationship of government to industry and 
labor; problems of financing the war; changes in military 
policy and organization; and wartime developments in the 
relations between the national, state, and local govern- 
ments. Finally, the book reviews what the United States 
has done in the field of postwar planning. 


Michigan Highway Finance, by Robert S. Ford and 
Marvin A. Bacon. Bureau of Government, Univer- 
sity of Michigan, Ann Arbor, Michigan, 1943. 191 
pp., appendices, tables, bibliography. 

THIS BOOK examines the system of highway finance in 
Michigan from several different points of view. One 
chapter is devoted to an historical summary of the im- 
portant constitutional provisions and legislative enact- 
ments underlying the state’s present policy of highway 
finance. State and local expenditures and revenues for the 
years 1915 to 1940 are summarized, and changes are 
traced in the source of highway revenues—general prop- 
erty tax, motor vehicle taxes, federal aid, and borrowing. 
Analysis is made of the nature of highway benefits and 
costs, road requirements of different classes of vehicles 
and traffic, problems involved in the allocation of highway 
costs among taxpaying groups, and geographical distribu- 
tion of highway expenditures among the various counties. 
In Michigan, as in many other states, highway expendi- 
tures are jointly administered by state and local govern- 
ment. This division of highway administration, combined 
with state collection of motor vehicle taxes, has created 
special problems of state and local financial relationships, 
which are also considered. 


STATE GOVERNMENT e 245 


rly, 
ates 
vel- 
ple. 


Alabama’s New Legislative Process in Action 
Quadrenmal Legislative Sessions Give Way to Biennial 


By Avex S. Pow 


Bureau of Public Administration, University of Alabama 


approved July 11, 1939, made three major al- 
1 


N AMENDMENT to the constitution of Alabama 


terations in the state’s legislative machinery: 
(a) Alabama’s unique quadrennial regular session 
schedule was superseded by a plan for biennial regular 
meetings; (b) limitations of 60 consecutive calendar 
days on regular meetings and 30 consecutive calendar 
days on special meetings replaced former less stringent 
limits on durations of legislative sessions; (c) May 
was set as the month in which regular sessions should 
assemble, whereas legislatures previously were required 
to convene in January. The first regular meeting of 
the legislature with this amendment in effect was con- 
ducted from May 4 until July 2 of this year. 

Drafters of Alabama’s constitution of 1901 believed 
legislators could attend to state affairs quadrennially 
with adequacy, and thought provision for more fre- 
quent regular meetings would be superfluous and ex- 
travagant. Trial of the quadrennial plan, however, 
proved that legislatures were not able to plan budgets 
or pass statutes which would hold satisfactorily for 
four years. The deficiency was met partially by allow- 
ing regular sessions to run over an indefinite number 
of calendar days and by calling numerous special ses- 
sions. But even though regular sessions could be spread 
over four years, as a matter of practice the max- 
imum of 50 legislative days allowed by the state con- 
stitution usually was consumed in the first 12 months 
of a quadrennium, which meant that the legislature was 
restricted to special meetings for the three years fol- 
lowing. And extra sessions were of limited utility be- 
cause of two constitutional stipulations which still exist: 
Such meetings may be authorized only by the Governor, 
and in them there can be no legislation concerning sub- 
jects other than those designated in the Governor's 
authorization except by an approving vote of two 
thirds? both in the house and in the senate. 

At the beginning of the 1943 session over four years 
had elapsed since the preceding regular session of 1939 
convened, and almost three years had passed since it 
adjourned. Evaluation of the biennial system as it oper- 
ates in Alabama must, therefore, wait at least until 
1945, when the legislature for the first time will meet 
regularly after a lapse of only two years. 

Because Alabama courts had held that the former 
restriction of 50 and 30 days on regular and special 
sessions, respectively, was to be interpreted as apply- 


1For a complete discussion of provisions of the 1939 amend- 
ment, see Roscoe C. Martin, “Alabama Falls in Line,” Strate 
GoveRNMENT, XIII (March 1940), 43. 

2Simple majority approvals in most instances are sufficient 
to pass bills at regular sessions and acts relating to subjects 
suggested by the Governor at special sessions. 
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ing to legislative rather than calendar days, meetings 
of the legislature could and often did last for several 
months. It is impossible to determine now whether or 
not the new limit of 60 and 30 consecutive calendar 
days on regular and special meetings has any noticeable 
effect on the quality of legislation. The abbreviated 
session of 1943 certainly produced no substantial re- 
duction from the quantity of bills introduced and 
enacted at the 1935 and 1939 regular meetings. 

Legislators in 1943 introduced 1,275 bills and passed 
539 in 39 meeting days within 60 calendar days; in 
1935, they introduced 1,518 bills and enacted 508 in 
49 meeting days within 248 calendar days; in 1939, 
they proposed 1,587 bills and enacted 599 in 50 meet- 
ing days within 540 calendar days. The 1943 legislature, 
then, introduced four-fifths the number of bills pro- 
posed in the regular session of 1935 and enacted 3] 
more than were passed the earlier year in four-fifths 
the working days and one-sixth the calendar days. It 
introduced four-fifths the number of bills which were 
proposed in the regular session of 1939 and enacted 
nine-tenths as many bills which became law that session 
in four-fifths the working days and one-thirteenth the 
calendar days. 

The feeling toward limitations on calendar days may 
be modified in 1945 by the fact that in its next regular 
session the legislature will face the accumulated work 
of only two years and an otherwise lighter burden. Leg- 
islators in the 1943 meeting were occupied with correct- 
ing the 1940 Code of Alabama, a 1941 publication based 
on the code of 1923 and statutes enacted subsequently. 
One hundred and seventy-five of the acts passed in the 


Legislative Sessions in Alabama, 


1926-1943 
Calendar Days 
Total Legis- Exclud- Days Spent Total Cal- 


Session lative Days ing Recess in Recess endar Days 
1926-27 6 8 - 8 
1927* 50 126 108 234 
1931* 50 153 41 194 
1932 30 80 Gre: 80 
1933 30 74 tee 74 
1935* 49 149 99 248 
1936 25 66 iil 66 
1936-37 30 79 17 96 
1939* 50 132 283 540 
1939' 7 12 5 17 
1943* 39 60 pike 60 


*Regular Sessions. 
'The special session of 1939 met during the first recess of the 
1939 regular session. 
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1943 session, or 33 per cent of all bills enacted, amended 
the code by specific reference. While some of these bills 
made changes in legislative policy, a large number of 
them merely concerned printing and editorial mistakes. 

Formerly, the legislature met on the second Tuesday 
in January after its election the previous November (in 
1902 and each following fourth year) to start the reg- 
ular quadrennial session, and the Governor was inaugu- 
rated five days thereafter. The 1939 amendment stipu- 
lates that regular sessions of the legislature shall begin 
the first Tuesday in May every odd year. Before the 
convening of the first biennial session of his term, then, 
the Governor has four months in office in which to ac- 
quaint himself with state problems; before the second 
biennial session convenes he has over two years. 

Under requirements of the law prior to the 1939 
amendment, the outgoing Governor prepared the tenta- 
tive quadrennial budget document. Although the incom- 
ing chief executive was responsible for the final budget, 
he had only one month after his inauguration before he 
was required to present it to the legislature. The amend- 
ment and subsequently enacted laws place full responsi- 
bility for all steps in formulating the budgets under 
which his administration operates to the incumbent. 

Eight joint legislative interim committees were cre- 
ated by the legislature at the January organization meet- 
ing to consider the need of legislation in specified fields 
and to report in May.* Governor Chauncey Sparks pre- 
sented his recommendations to these committees at early 
meetings. Committee reports, directed not only to the 
legislature but also to the Governor, substantially in- 
fluenced legislation. In the time between his inaugura- 
tion and the convening of the session, the Governor 
also prepared thirty-odd ‘“‘administration bills.” While 
use of joint committees during recesses has been made 
by previous legislatures and although the stretching of 
regular sessions has permitted Governors to organize 
legislative programs as meetings have gained momen- 
tum, never before has the systematic exchange of ideas 
evident in 1943 been possible. 

Measured by the bills which were subjected to execu- 
tive veto and amendment, there was a high degree of 
harmony between the legislature and the Governor's 
office during the 1943 session. The Governor used his 
powers of veto and executive amendment in only 17 
instances. Ten bills were returned to the house and sen- 
ate with suggested executive amendments. These were 
modified to conform with the Governor’s wishes and 
eventually received his approval. Six bills were vetoed 
because they were duplicates of bills previously enacted. 
Only one other bill which was vetoed by the Governor 
did not receive his final concurrence, and this was a local 
act which was rejected because it did not conform to 
constitutional requirements for advertisement. All meas- 
ures which the Governor sponsored as administration 
bills were enacted with few and minor changes. The 


‘Governor's budget for the biennium 1943-45 was ac- 


®*The 1939 amendment provided that the legislature should 
assemble for a maximum of 10 consecutive calendar days in 
January of 1943 and each fourth year thereafter for the purpose 
of organizing and clearing duties relating to elections and 
inaugurations of state officials. These functions previously were 
Performed at regular sessions. 


cepted by the legislature with only inconsequential 
amendments. 

Evaluation of this accord, however, should be made 
in the light of two considerations. In recent years there 
has been little disposition for Alabama’s legislatures and 
Governors to disagree violently, and the veto seldom 
has been brought into play. Further, the past session 
was conducted under the benignant influence of a full 
treasury ; the real test will come when there are limited 
funds to be appropriated, Nevertheless, it may be as- 
sumed that the 1939 amendment has at least opened 
channels for increased executive leadership. 

Several developments concerning the legislative proc- 
ess in Alabama are of current interest to participants in 
and students of the state’s government. As one ex- 
ample, the legislature in its 1943 regular session created 
six interim committees to study the fields of agriculture 
and industry, finance, constitution and legislative pro- 
cedure, highways and aviation, social welfare, and state 
and local government, and report at the 1945 regular 
session. While these committees technically are not 
operative until January of 1945, some of them have 
already begun delving into their problems. 

Whether or not the interim committee on constitu- 
tion and legislative procedure will deal successfully 
with housekeeping duties of the legislature is also a 
major question. In the 1943 session an appropriation 
was made for installation of an electric voting device 
to be used for roll calls in the house of representatives 
—a move to relieve the pressure of routine business 
required to be conducted in session. A few random and 
unsupported comments will indicate that legislative tools 
and procedure clearly merit further attention. The 
state is still struggling along with handwritten engross- 
ments and enrollments of bills. Approximately 32 per 
cent of all statutes passed by the legislature and ap- 
proved by the Governor in 1943 were local in charac- 
ter. Analysis of the standing committees shows that 
seven of the 40 house committees handle approximately 
70 per cent of all bills which come before the lower 
house and that six of the 30 senate standing committees 
have referred to them 65 per cent of all bills considered 
by the upper house. 

During the 1943 session, the Governor requested 
assistance from the Bureau of Public Administration at 
the state university in handling legislative matters with 
which he was concerned. Two staff members from that 
bureau worked throughout the session digesting and 
interpreting acts, notifying the principal executive heads 
of pertinent impending legislation, drafting bills re- 
quested by the Governor and by legislators, and per- 
forming other consulting services. On September 1 of 
this year the Governor asked that a staff member of the 
bureau be assigned full time to his office as research 
assistant. Since that date a number of legislators have 
requested aid of this assistant in studying problems to 
be dealt with in 1945. It is impossible to say now 
whether this development points to creation of a much- 
needed legislative reference bureau or its equivalent in 
Alabama. A bill proposing to set up such a bureau was 
introduced in 1943, but the proposal was never reported 
out of the committee to which it was referred on first 
reading. 
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The States Face the Future 
Annual Message of the President of the Council to the Board of Managers 


By Hersert R. O’CoNnor 


Governor of Maryland and Retiring President, The Council of State Governments 


T IS MOST GRATIFYING to be able to report that 
during the past 12 months progress has been made 
along lines of increased cooperation among the 48 

states toward a general betterment of government for 
all our people. At the same time the states have done 
their part successfully toward cooperation with the 
federal government, looking toward the victorious 
prosecution of the war and toward a speedy conclusion 
of the tragic hostilities so costly in lives and in national 
wealth. Within the various states of this great nation 
plans are well advanced looking toward the orderly 
conversion of our internal economy from a war to 
peace footing, so that the chaos and suffering that 
might well follow so gigantic a world struggle may be 
avoided or at least mitigated in great degree. 

As the combined thinking of the states, reflected in 
the leadership afforded by the Council of State Govern- 
ments, has been apparent in the successful steps taken 
by the states to aid in the war effort, so the approach 
to the consideration of economic programs for the 
peace-time ahead shows unmistakably the same sound 
conception of the problems to be faced and of the 
methods by which solutions to these problems may 
be achieved. 

Every worthwhile study of postwar needs developed 
by other organizations has recognized the basic im- 
portance of the propositions laid down by the Council 
of State Governments through its Interstate Committee 
on Postwar Reconstruction and Development. Briefly, 
these basic principles are (a) that the major postwar 
problem is full employment for all who want to work, 
and (b) that while the solution of this problem will 
require the closest cooperation of government, industry, 
and labor, nevertheless the provision of employment 
is and always has been the primary responsibility of 
private industry and initiative. This group points out 
that government on its various levels has a threefold 
duty with respect to the postwar period. This duty is 
to support and implement the efforts of private industry 
to supply employment, to supplement industry’s efforts 
through public works when necessary, and to give 
every possible assistance to industry in the realization 
of this tremendously important objective of full 
employment. 

Thus the goal is made known in unmistakable terms. 
Toward that objective every facility of the states can 
now be directed with the assurance that we are on 
the right road and under competent leadership. An- 
other and almost equally important immediate job fac- 
ing the states is to re-establish beyond question the 
right and the ability of the states to handle affairs 
within their respective boundaries without interference 
from the federal government. It has long since been 


established that the only way this can be done is for 
the states to give incontestable evidence that they can 
manage their affairs more efficiently than could ever be 
done by a centralized bureaucracy in Washington, 
This is being done, and has been done on a wide front 
since America was projected into this war nearly two 
years ago. 

The phases of the war effort handled by the states 
have shown up most favorably in comparison with 
many other phases handled by federal agencies. In 
not a few cases the latter have had one reorganization 
after another, without accomplishing pronounced suc- 
cess. On the contrary, undertakings handled through 
the states, such as Selective Service, civilian defense, 
and many of the preliminary registrations, etc., have 
been carried forward with dispatch and with freedom 
from criticism that is noteworthy, considering the ne- 
cessity for speed and other handicaps under which the 
assignment was accepted. 

Fortunately for our country, there has been revived 
throughout the states a general awareness of the his- 
toric and basic relationship between the states and the 
federal government. It was on this relationship that 
our union was founded. It was through this relation- 
ship that our country grew and prospered. In so far 
as that relationship has been impaired over the years 
by encroachments on the part of governmental agencies, 
the states have suffered in prestige and in effectiveness. 
At the same time, because of these encroachments, and 
in fact bred of these encroachments, there have been 
permitted to grow up in Washington strong centralized 
bureaus which have attempted, ofttimes successfully, 
to regulate affairs in the states to the detriment of 
the various state governments. 

There has arisen therefrom, too, a new policy—a 
new idea of government in certain quarters, which 
would relegate the states more and more to the back- 
ground and would give more and more to the federal 
government control of new and enlarged spheres of 
essentially state activities. A striking example of this 
trend is the statement of the Special Investigating 
Committee of the House of Representatives, published 
this week, citing alleged illegal practices of the Office 
of Price Administration, and urging Congressional ac- 
tion to halt further assumption of powers by this 
agency and to “eliminate the abuses and _ injustices 
now apparent.” 

Among other things, the House Committee accused 
this governmental bureau of usurping legislative and 
judicial powers to carry out illegal purposes, and ex- 
pressed the belief that the facts which it had uncovered 
reveal practices which might conceivably lead to the 

(Continued on page 252) 
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Board of Managers Holds Annual Meeting 


N TWO BUSY DAyYs, Gov- 

ernors, state legislative 

leaders, and other public 
officials met to formulate the 
policy of the Council of State 
Governments and the Gov- 
ernors’ Conference for the 
current year. 

The Council's Committee 
on Postwar Reconstruction 
and Development, appointed 
as the result of regional con- 
ferences held last year, and 
representative of the nation 
at large met on November 19 
in Chicago to review reports 
prepared by subcommittees 
| and by the Council’s research staff. Reports on post- 
| war reconstruction and development, state unemploy- 
ment compensation programs, postwar fiscal policies of 
state and local governments, and postwar planning 
agencies were approved for submission to the Board 
of Managers and for general distribution to public 
officials throughout the country. 

The Board of Managers, the policy-forming and 
| governing agency of the Council of State Governments, 
held its annual meeting in Chicago on November 20. 
Forty-five representatives of state governments were 


Gov. LEVERETT 
| SALTONSTALL 


in attendance at this Board meeting, the largest in the 
history of the Council. 

With the exception of the President’s address, the 
report of the Executive Director, and a survey of 
Congressional legislation on soldier-sailor voting by 
Frederic W. Cook, the meeting was devoted to a dis- 
cussion of the Council’s program for the immediate 
future. Among the matters given special consideration 
were the reports of the Council’s Committee on Post- 
war Reconstruction and Development, the Committee 
on Tax and Fiscal Policy, and the Committee on 
Crime Control. Attention was also given to Congres- 
sional legislation of particular interest to the states and 
to fiscal and other economic problems which will face 
the states after the war. Mr. Simeon Leland, Chair- 
man of the Federal Reserve Bank of Chicago, analyzed 
these problems and led a stimulating discussion on 
what steps the states should take now to prepare for 
the postwar period. 

Gov. Leverett Saltonstall of Massachusetts was 
elected President of the Council. Sen. Grant Macfarlane 
of Utah, Rep. Sidney W. Smyer of Alabama, and At- 
torney General Francis A. Pallotti of Connecticut were 
elected Vice-Presidents. Senator Macfarlane, first Vice- 
President, will serve as Chairman of the Board. George 
B. McKibbin, Director of Finance of Illinois, was 
elected auditor, and Governor O’Conor and Mr. Mc- 
Kibbin were elected as members at large of the Board. 


CONFERENCE OF 
SECRETARIES OF STATE 


ITH A RECORD-BREAKING ATTENDANCE, the 

twenty-sixth conference of the National As- 

sociation of Secretaries of State met in 
St. Louis on October 18 and 19, with Secretary of 
State Dwight H. Brown of Missouri as host. Forty- 
three states were represented. Discussion and debate 
on soldier-sailor voting carried through three sessions, 
including a dinner address by U. S. Sen. Scott W. 
Lucas of Illinois, co-author of pending Congressional 
legislation on the subject. Col. Robert Cutler of the 
War Department, Capt. John L. Reynolds of the Navy, 
and John W. Andrews of the Department of Justice 
fepresented their respective agencies on the program 
and joined the discussion which followed.' 

Other highlights of the conference were addresses 
by Gov. Forrest C. Donnell of Missouri, who spoke 
on “The States and the War Effort,” and U. S. Sen. 
| Harry S. Truman of Missouri, who described the 
activities of the Truman Committee, which has at- 
tracted much favorable comment on the work it has 
done. 


_'A full report on this discussion of absentee voting appeared 
in the November issue of State GOVERN MENT. 


Because of the illness of 
the Association’s President, 
Edward J. Hughes of Itli- 
nois, past President Thad 
Eure of North Carolina pre- 
sided at the business sessions 
and delivered the presidential 
address. Others who partici- 
pated in the program in- 
cluded Thomas Elmo Jones 
of Maryland speaking on 
“Postwar Cartels,” William 
J. Storey of Delaware on 
“Duties and Responsibilities i= 
of Secretaries of State with 

Respect to Corporations, 
and Frank Bane, Executive 
Director of the Council of State Governments, on 
“Postwar Problems of Industry and Government.” A 
joint session, held with the American Association of 
Motor Vehicle Administrators on the final day of the 
conference, was one of the largest and most interesting 
in the history of the Association from the standpoint 
of open discussion. 

At the concluding business session, resolutions 
were adopted outlining the views of the secretaries of 
state with respect to soldier-sailor voting and other 

(Continued on page 251) 


STATE GOVERNMENT e 249 


for 
can 
On, ; 
ont 
two 
ites 
‘ith 
In 
ion 
igh 
ave 
om 
ne- 
the : 
ved 
lis- 
the 
hat 
on- 
far 
ars 
ies, 
ind 
zed 
ly, 
of ; 
ich 
ck- | 
ral 
of 
his 
ing 
ed 
ice 
ac- 
his 
ed | 
nd 
‘ed 


Association of Attorneys General Meets 


were emphasized in the program and discussion 

of the thirty-seventh annual conference of the 
National Association of Attorneys General, held in 
Chicago on November 15 and 16. Attorney General 
Thomas J. Herbert of Ohio, President of the Associa- 
tion, was chairman of the conference, and Attorney 
General George F. Barrett of Illinois was its host. 

Major General Myron C. Cramer, the Judge Ad- 
vocate General, U. S. Army, at the annual state dinner 
described how the Army is handling legal questions 
during the war and, in addition, conferred informally 
during the two-day conference with individual state 
attorneys general. In discussing the War Department's 
policy on the subject of coordination between civil and 
military authorities with regard to the trial of military 
personnel for the violation of the laws of a state, 
General Cramer said: “Sound policy and good ad- 
ministration require that the military authorities should 
try by its own courts all members of the military 
service for all offenses committed by them, in violation 
of civil as well as military law. The soundness of this 
general policy is based upon the consideration that 
trials by courts-martial are prompt and the accused 
remains in military custody and under military control 
pending the trial by courts-martial. In contrast, trials 
by civil courts are frequently subject to delay and the 
member of the military service who is awaiting trial 
or the result of an appeal during such period is of no 
value to the Army. Moreover, when tried by a military 
court and sentenced to confinement, the soldier receives 
military training during his confinement, which he does 
not receive in a civil prison, thus enabling the Army 
to get him back on the firing line at the earliest 
possible moment.” 

Of interest also was the address of Colonel Jesse 
I. Miller, Director of the School of Military Govern- 
ment of the Provost Marshal General’s Office, on the 
work of the School of Military Government, in which 
numerous public officials are playing important parts. 

At the round table discussion of war problems, 
“OPA Enforcement’ was discussed by Attorney Gen- 
eral John H. Nolan of Rhode 
Island, “Payroll and Other 
Tax Questions” by Attorney 
General A. B. Mitchell of 
Kansas, and “War Legisla- 
tion” by Attorney General 
William C. Walsh of Mary- 
land. This session was opened 
by William Berg, who dis- 
cussed the work of the Na- 
tional War Labor Board. At 
the luncheon following, 
Charles P. Taft, Director of 
the Office of Community War 
Services, urged continued and 
increased participation on the 
part of the attorneys general 


Pr PROBLEMS resulting from the war 


Tuomas J. HERBERT 
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in the venereal disease pro- 
gram which is being carried 
on by the federal govern- 
ment. 

At the afternoon session, 
Attorney General Robert W. 
Kenny of California outlined 
the work of the Crime Con- 
trol Committee of the Coun- 
cil of State Governments, 
and Gail L. Ireland, Attor- 
ney General of Colorado, 
spoke on “Recent Develop- 
ments in the Use of Inter- 
state Water Compacts.” 

One session of the confer- 
ence was given over to the 
discussion of recent Supreme Court cases of special 
interest. Participating in this program were Fred E, 
Lewis, Acting Attorney General of Washington, who 
outlined “The Japanese Curfew Case,” which is of 
particular interest to Pacific Coast states. In this case, 
Gordon K. Hirabayashi, of Japanese ancestry, had 
been charged with violating a civilian exclusion order 
promulgated by General De Witt, Military Commander 
of the Western Defense Command, by failing to report 
to the civil control station and by failing to observe 
the curfew provision of a public proclamation issued 
by General De Witt. Deputy Attorney General George 
Sjoselius, who recently appeared before the U. S. 
Supreme Court in the Northwest Airlines case, pointed 
out the various emerging tax problems facing the states 
as the result of the development of aviation. Attorney 
General Greek L. Rice of Mississippi concluded this 
session by summarizing the Taylor vs. Mississippi 
case, which had to do with the flag salute law of that 
state and its violation by certain religious sects. 

Two resolutions adopted at the business session were 
of outstanding importance. One pledged the Associa- 
tion to a program of action aimed at providing the 
states with information concerning pending Congres- 
sional legislation and federal departmental regulations 
and orders affecting the interests of the states. The 
Council of State Governments was requested to furnish 
lists of proposed measures and copies and digests of 
bills, administrative orders, committee reports, and 
other information which affect the interests of the 
states. The Executive Committee, after a poll of the 
states by the Council, will request the states to develop 
a course of action to bring the states’ position to the 
attention of Congress or federal departments. 

The other resolution provided for the convening of 
regional meetings in advance of the annual meeting. 

Newly-elected members of the Executive Committee 
include the following: President, Hon. Francis A. 
Pallotti of Connecticut ; Vice-President, Hon. John M. 
Rankin of Iowa; Hon. Greek L. Rice of Mississippi; 
Hon. William C. Walsh of Maryland; and Hon. A. B. 
Mitchell of Kansas. 
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Surplus Concept 


(Continued from page 240) 
this country because, barring invasion, the people will 
not let the legislative bodies on any level of government 
ss tax laws which will force living standards to the 
margin just mentioned. 

This means that although taxation in this country 
for the present is not actually at the saturation point, 
the total tax load—federal, state, and local—is, and for 
some time will be, so heavy relative to previous years 
that in popular belief we will have come close to our 
taxable capacity. Thus the old idea that a state does not 
have to bother about the creation of a surplus because 
it can always tax to make up a current deficit—this 
orthodox point of view is being questioned. 

As soon as it is realized that taxable capacity for state 
revenue is finite, because the federal and local govern- 
ments are also taking in billions of tax dollars, surpluses 
do mean something. This is why many state Governors 
and legislatures are stressing the creation and main- 
tenance of surpluses to take care of the lean postwar 
vears—at which time the state will need funds for 
readjustment expenditure and outright relief. 

There are at least two other experiences which bring 
the concept of “surplus” into legitimate use in connec- 
tion with general funds. As government on any level 
enters into more activities, it inevitably begins to com- 
pete with private business enterprise. As a result, com- 
parisons are made of costs. Take, for instance, the 
Tennessee Valley Authority’s power projects. Avowedly 
one of the purposes was the creation of a yardstick 
by which to measure the reasonableness of the electric 
rates of private companies operating not only in the 
area of the TVA, but in any place in this country. 
Putting aside arguments over the incomplete similarity 
of revenue and expenditure items for governmental 
and private enterprises, the test of efficiency at a given 
rate or price is profit and cumulative surplus. 

And finally, heavier tax burdens make the people 
economy-conscious. State Governors, treasurers, and 
heads of administrative departments are called to 
account by taxpayers’ associations. People want to 
know where their money is going. The result is an 
increasingly strong demand upon public officials that 
they run their departments and the government as a 
whole upon a basis of efficient management, including 
careful cost accounting, consolidated accounts, and inde- 
pendent auditing. And there is a parallel demand that 


| the finance officers present intelligible financial reports 


which make sense to laymen. To the layman an oper- 
ating net or loss, a balance sheet surplus or deficit, also 
make sense. Some state and local government officials, 
by publishing understandable, comprehensive financial 
reports, have already responded to this increased public 


awareness of public finances. 


For a summary it may be said that up to recent years 
the recognition of the role of governmental surplus or 
deficit in state finances was neglected, except as an item 
in accounting by those governmental divisions which 
most nearly operate according to private business pro- 
cedures. Probably the most important theoretical justi- 
fication for this subordination of “surplus,” with its 
antecedent “profit,” in governmental terminology was 
the fact that governments could make up threatened or 
actual deficits by increased taxation and could disperse 
excess funds by reduced taxation. The most important 
practical objections to the maintenance of a surplus 
were the pressure by taxpayers to reduce rates and the 
reluctance of professional politicians to bestow a sur- 
plus of their own making upon a threatening opposition. 

But changing conditions point toward the propriety 
of a surplus as an objective for the financial statements 
of state general governments. The basic influence has 
probably been the replacement of laissez-faire as a 
guiding principle in governmental policy by government 
responsibility for general public well-being, because 
from this change stem so many hard realities of finance 
—principally a marked increase in expenditure and the 
correlative need of greater revenue. As a result there 
has been and is an increasing awareness by public 
officials and laymen of the objective of surpluses accu- 
mulated from the excess of revenue over disbursements 
in good years. Indeed, it seems probable that irrespec- 
tive of the nature of our future economy those systems 
of state accounting which physically isolate revenue 
from expenditure, divide state finances into numerous 
funds, and presuppose inexhaustible tax resources will 
give way to an integrated plan of state finances in which 
“surplus” or “deficit” will be recognized. 


Secretaries of State 
(Continued from page 249) 


pending Congressional legislation. The Association 
re-affirmed its former position in opposition to a fed- 
eral national incorporation act, and renewed its pledge 
to do everything possible, individually and collectively, 
towards the successful prosecution of the war. 
Officers elected for the coming year were: President, 
Frederic W. Cook of Massachusetts; Vice-President, 
Mike Holm of Minnesota; Recording Secretary, 
Walker Wood of Mississippi; Corresponding Secre- 
tary, Thomas Elmo Jones of Maryland ; and Treasurer, 
Robert S. Farrell, Jr. of Oregon. Because of the war 
emergency and the important work being carried on by 
the Committee on Election Procedure, Secretaries of 
State Cook and Holm were drafted for new terms, 
notwithstanding the fact that both in years past had 
served as officers of the Association. These outstand- 
ing public servants are deans of the Association, having 
served longer than any of the other secretaries of state. 
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The States 
(Continued from page 248) 


undermining of our basic constitutional provisions for 
separate, independent legislative and judicial depart- 
ments of government. 

Drastic as is this condemnation of federal bureau- 
cracy by representatives of the federal government, it 
is only typical of the many instances that could be 
cited of federal agencies which have taken action not 
authorized by law, and in so doing have struck basic 
blows at the constitutional relationship between the 
states and the federal government. 

It would do no particular good at the moment to 
recite other instances of such violation of the intent 
of our American Constitution. You are familiar with 
the subtle and sometimes not-so-subtle ways in which, 
in return for financial grants or because of state inertia, 
governmental agencies have extended their hold upon 
state functions and today are wielding powers for 
which there is absolutely no justification in law or 
in the Constitution. 

Well may we stop and consider, however, how deep- 
seated a desire there is on the part of various officials 
and groups who seek special privileges for themselves 
to break down state barriers and to concentrate power 
where they can wield it more effectively. 

To combat these efforts the states now have in the 
Council of State Governments a well-functioning or- 
ganization through which they can exert their com- 
bined power, and can improve their internal adminis- 
tration so as not only to halt further encroachments 
from Washington but also to do away with much of 
the interference that already has been brought to bear 
upon them. 

Talking won't do it, however. Only actions can ac- 
complish results. Fortunately, through the Council, the 
means we need are at hand. Working ever closer and 
closer in harmony, and by utilizing the combined abil- 
ities of our state officials, the states can bring about 
continued betterment in state administrations, and 
thereby render unnecessary further attempts by the 
federal government to duplicate or supersede state 
activities. 

Beyond any question of doubt, the residents of our 
states have benefited as a result of the operation of the 
Council of State Governments. Much work remains 
to be done, however. While there has been outstanding 
improvement in certain fields, and while the states have 
done their war jobs much more effectively, speedily, 
and economically than the same tasks could have been 
performed under federal direction, we cannot ever for- 
get that the states have slipped a long way from the 
plane on which they were established when the Consti- 
tution was adopted. The road back will not be an 
easy one. 

Changing times and conditions have been responsible 
for a great deal of this, it must be admitted. However, 
many of the changes have gone far beyond the boun- 
dary of necessity. The states have yielded many of 
their priceless rights, in peace-time as well as in war. 
It is our duty now to work consistently and unceasingly 
toward the retention of all the powers the states now 
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enjoy, and by more efficient operation in our respective 
fields than is possible for a federal agency, to wor, 
for the recovery of the rights that have been ceded. 

All the abilities and all of the skills of these United 
States are in the possession of residents of the 48 soy. 
ereignties. There is among the officials of these states 
the necessary leadership to carry the states forward to 
even greater achievements in the future. We must use 
that leadership. We must see to it that our states 
operate so successfully that there will be neither need 
nor desire among our people to turn to the federal 
government for the leadership which, under our Con- 
stitution has been reserved to the states. 


Industrial-Labor Conditions 
(Continued from page 237) 
has, in fact, occupied it for the past three years. Re. 
search in this field is still in progress and will continye 
as long as is necessary to provide a factual basis for 
legislative postwar policy-making. Among the questions 
studied are training and retraining of veterans and de- 
mobilized war workers, the extension of social security 
and the stabilization of postwar industry in New York. 

The committee has approached the achievement of 
its long-run objective in a number of ways. Its postwar 
program is an immediate instance. Its effort to improve 
existing state laws is another. Its frequent contact 
with industrial and labor leaders is a third. 

From its experience, it has, indeed, become increas- 
ingly convinced that, as it stated in 1940, only “volun- 
tary determination among human beings to cooperate 
with one another” can insure sound and stable indus- 
trial and labor relations. 

Such an objective cannot be achieved in a single year 
or through a single formula. The committee has sought 
to discover ways of promoting understanding of the 
facts among all groups in the state and of stimulating 
public interest in industrial and labor conditions. Since 
early in 1940, it has initiated community forums of 
many organizations in which it has been invited to 
cooperate. It has recently published a text, “The 
American Story of Industrial and Labor Relations,” 
designed for high-school and adult-education use. 

Its most important long-range educational proposal 
seems about to be consummated in the establishment of 
a state-administered School of Industrial and Labor 
Relations, recommended for the past two years. 

The school, the postwar program, the forums, may 
not be final answers to the achievement of the commit- 
tee’s long-range objective. New facets of the problem 
will emerge in our dynamic society. As the committee 
stated this year, “one avenue of approach has inevitably 
led to another of equal importance.’ The committee's 
field of activity is not static but dynamic. Its activities 
alone, without the action of the legislature and of the 
administrative agencies concerned, cannot achieve that 
objective or even insure progress toward it. The fact 
that since its creation no major strike has occurred in 
New York State, and that the state has had the lowest 
ratio of strikes of any major industrial state, is per- 
haps an indication of the validity of the goal toward 
which the committee has directed its efforts. 
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Analysis of Legislative Product, By State 


ALABAMA 
ARIZONA 
ARKANSAS 
CALIFORNIA 


COLORADO 
CONNECTICUT 
DELAWARE 
FLORIDA 


GEORGIA 
IDAHO 
[ILLINOIS 
INDIANA 


IOWA 
KANSAS. 
KENTUCKY’ 
LOUISIANA® 


MAINE 
MARYLAND 
MASSACHUSETTS 
MICHIGAN 


MINNESOTA 
MISSISSIPPI’ 
MISSOURI 
MONTANA 


NEBRASKA 
NEVADA 

NEW HAMPSHIRE 
NEW JERSEY 


NEW MEXICO 
NEW YORK 
NORTH CAROLINA 
NORTH DAKOTA 


OHIO 
OKLAHOMA 
OREGON 
PENNSYLVANIA 


RHODE ISLAND 
SOUTH CAROLINA 
SOUTH DAKOTA 
TENNESSEE 


TEXAS 
UTAH 
VERMONT 
VIRGINIA® 


WASHINGTON 
WEST VIRGINIA. 
WISCONSIN 


WYOMING 


TOTAL. 


*No session. 


information available. 


1939, 1941, 1943 


Bills Introduced 


Bills Becoming Law 


Includes resolves. 


‘Included in bills introduced, 


1939 1941 1943 1939 1941 1943 
1,587 (a) 1,275 599 (a) 939 
535 493 373 90 125 96 
1,253 1,120 930 412 471 429 
4,175 4,012 3,131 1,124 1,284 1,137 
2 O85 2,256 982 176 244 200 
2,762 5,517 2,285 963 912 982 
829 (b) 540 205 (b) 212 
(bh) 2,814 (b) (b) 1,426 (b) 
1,059 998 890 427 468 472 
595 550 354 257 219 177 
1,759 1,707 1,501 421 563 615 
918 992 714 165 238 314 
1,185 1,121 88S 310 344 306 
1,098 928 705 344 390 330 
956 1,507 415 544 149 
1,354 1,441 1,431 693 937 948 
3,220 405 591 731 572 
1.107 1,059 726 256 
4.150 3.057 2 780 155 
1,068 S51 (b) i834 309 (b) 
643 590 486 243 204 265 
146 i38 196 240 
iSS 431 304 200 192 195 
518 546 457 56 76 268 
1,131 1,038 515 338 362 218 
51S 561 454 237 213 134 
1,638 4,381 3,594 927 955 712 
1,695 1,319 (b) 1,052 876 (b) 
727 552 163 258 307 281 
1,002 1,046 723 225 232 16 
OSA 924 700 244 348 275 
1,062 970 730 555 488 159 
2? O73 ? 460 1,747 174 1258 154 
837 862 7024 343 348 379 
1,120 (b) 563 749 (b) $44 
640 (b) 183 302 (b) 319 
2,713 ? 026 ? 066 840 755 620 
1,641 1,616 1,133 638 645 401 
600 516 102 153 111 113 
520 408 297 305 245 190 
1,067 1,057 733 224 266 284 
749 623 619 184 158 116 
1,559 1,368 1,134 535 333 966 
358 306 232 135 134 118 
60510 58,579 42,400 17,953 18,224 15,867 


¢ Legislature meets in even-numbered years. 


Resolutions 
Introduced 


1939 1941 
134 (a) 
71 83 
155 117 
277 201 
147 102 
811 1,103 
14 (b) 

(b) (b) 
294 261 
(b) 18 
(b) 204 
41 47 
18 15 
149 126 
(d) (d) 
55 48 
16 (b) 
20 10 
45 SU 
34 14 
77 9 
15 35 
64 1S 
S6 75 
51 37 
55 38 
194 172 
(b) (b) 
85 (b) 
265 77 
283 164 
116 16 
88 46 
375 315 
214 (b) 
(b) (b) 
131 63 
339 432 
(b) 32 
222 113 
79 61 
126 142 
401 269 
27 25 
5,604 4,658 


65 


Resolutions 
Adopted 
1939 1941 1943 
12 (a) 39 
28 39 45 
109 81 (b) 


120 133 488 


84 59 72 
358 382 378 
7 (b) 27 


(b) (b) (b) 


50 54 70 
(b) 4 5 
(b) 159 177 

11 10 19 

5 3 9 
103 99 9 


99 (b) 71 
IS 15 12 
10 OH 73 
2 2 108 
i3 12 
2 4 (b) 
33 5 33 
37 31 35 
35 22 28 
36 33 28 
17 12 18 
31 21 35 
92 70 65 
52 38 (b) 
61 16 65 
152 13 178 
92 79 78 
79 43 75 
50 l ) 
170 177 230 
126 (b) 132 
(b) (b) 2 
98 58 46 
177 235 175 
(b) 13 18 
107 94 47 
18 22 18 
74 100 69 
222 175 133 
12 10 3 


| 
1943 
(b) 
| 45 
45 
555 
104 
542 
33 
(b) 
| 
250 
15 
212 
38 
17 
= 
71 
26 
(b) 
152 
| (b) 
(b) 
42 
13 
38 
37 
20 
43 
137 
(b) 
g2 
247 
| 141 
97 
352 
| | 211 
263 
56 4 
| 46 
128 
| 183 BES 
| 
| 
4,459 2,824 2,511 3,131 
| 
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will follow STATE AFFAIRS 


from Administration 
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